
By Lawrence Bridge and Lois E. Holmes ^-

Sales and Investment Trends of 
New Manufacturing Firms 

Total sales of all manufacturing concerns starting 
productive operations in the 1946-48 period amounted 
to almost $15 billion during these years, or an average of 
$5 billion per year. By the end of 1948, these firms 
which survived accounted for 4 percent of the sales, 
and almost 30 percent of the number, of all manufac
turing companies. 

It has been reported previously that the initial invest
ment in new plant and equipment and in inventories by 
new manufacturers in the 1946-48 period amounted 
to about $800 million and $300 million, respectively. 
Allowing for the subsequent outlays of these firms 
during this period, their total investment in new plant 
and equipment amounted to over $1.1 billion, or about 
40 percent more than their initial fixed capital outlays. 
The subsequent growth of inventories among surviving 
new firms, however, was fully offset by the disinvest
ment of those new firms which suspended operations 
during the 1946-48 period. 

L HIS is the fourth in a series of articles analyzing the 
sources and uses of initial-in vestment funds for new firms in 
the postwar period and then' operating experience in then* 
early formative years. Previous articles in the SURVEY OF 
CURRENT BUSINESS, have described the sales and inventory 
trends of new retail and wholesale trade firms and the initial 
capital requhements of these and new manufacturing 
firms.̂  

The present article describes the sales growth and invest
ment trends of manufacturing firms starting operations in 
the 3 years 1946 through 1948 and compares their experience 
with that of existing manufacturers and new trade concerns. 
The universe estimates presented below cover all manu
facturing concerns entering the business population during 
this period although the sample results apply only to sur
viving new firms with one or more paid employees.^ 

Aggregate sales of new manufacturers 
Based on the survey results and making due allowance for 

mortality among new firms, it is estimated that all entrants 
into the manufacturing field in 1946 accounted for slightly 
over 1 percent of all manufacturers' sales during that year. 
As a result of the declining business bhth rate and increasing 
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discontinuance rate in the following 2 years, the sales con" 
tribution of now concerns in their first calendar year of 
operations fell to well under 1 percent in 1947 and 1948. 
It should be noted that since new firms come into existence 
throughout the calendar year, their annual rates of sales at 
the end of each year were approximately double the indicated 
percentages. 

There are several basic differences between the average new 
and established manufacturing fii'm that should be considered 
in any evaluation of their respective operating experiences. 
The major difference arises out of the typically small invest
ment of new firms, so that even the largest new firms in the 
1946-48 period would be considered small by most standards. 
Due to the high investment requirements, newly organized 
concerns do not generally enter in such fields as primary 
metals, rubber, ou refining, tobacco, heavy machinery, and 
transportation equipment. While new firms are found in 
every broad manufacturing group, they are largely concen
trated in the lumber and apparel fields, and to a lesser ex
tent, in small metal-working and printing shops. 

While new manufacturing firms do not loom very large in 
the over-all picture, their sales are quite significant in those 
areas open to smaller-scale operations. They were most im
portant in the lumber industry, where firms newly organized 
in 1946 accounted for about 10 percent of the industry's 
1946 sales. The corresponding percentage in apparel was 
somewhat over 3 percent. 

As can be seen in chart 1 and table 1, sales of all manufac-

Chart 1.—'New and All Manufacturing Firms: Percentage 
Increase in Sales, 1946 to 1947 and 1947 to 1948 ' 
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1 New firms nre those which started operations in 1940 and 1047 and exclude Arms without 
employees; percentages for new firm? arc based pn medians wclglitcd by sales In each industry. 

Source of doto; U. S. Deportment of Commerce, Offlco of Business Economics. 
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turing firms increased more relatively than did those of new 
firms in the 1946-47 period. A special factor in this period 
was the reconversion of a large number of existing firms to 
peacetime production in 1946. This factor, superimposed 
on the other economic characteristics of the period, was 
reflected in very sizable sales and inventory increases from 
1946 to 1947 in manufacturing as a whole. 

Table 1.—New and All Mamifacluring Firms! Percentage Change in 
Sales and Inventories, 1946 t o 1947 and 1947 to 1948, by Industry ' 

Industry 

Food and kindred products 

Apparel ond reloted products 
Lumbci' and timber basic prod-

Furnilure ond finished lumber 

Stone, cloy, ond glass products 
Metals ond nielol fahrlcatlng' 

Another 

Solos 

1940 to 1047 

New 
lirms 

27 

17 
38 
10 

25 

28 

43 
.58 
30 
60 
12 

All 
firms 

33 

34 
20 
0 

63 

30 

24 
43 
44 
00 
28 

1047 to 1048 

N o w 
firms 

2G 

33 
12 
17 

29 

30 

25 
35 
33 
18 
22 

All 
firms 

11 

3 
11 
11 

18 

7 

13 
10 
11 
23 
12 

Inventor ies 

1940 to 1947 

N e w 
firms 

8 

0 
25 
20 

29 

0 

20 
12 
10 

- 8 
7 

All 
firms 

20 

19 
10 
8 

32 

31 

27 
18 
23 
21 
21 

1947 to 11)48 

N e w 
firms 

8 

0 
- 1 0 

8 

43 

18 

11 
33 
33 
0 
0 

All 
firms 

14 

5 
10 
19 

45 

17 

10 
17 
11 
11 
17 

' New firms ore those which started operations In 1040 ond 1017; porcentoKes for new firms 
ore medians and exclude firms witliout empioyees. Tho oll-lnduslry totals for new firms 
are based on medians welRhtod by total 1010 soles In eoch Industry. Changes In inventories 
are hosed on ond-of-yoar data. 

' Excludes macbinery and transportation ctitilpment. 
Source: U. S. Department of rominorce. Office of Business F.conomics. 

Wliile data are not available on the sales of existing firms 
of size dircctty comparable with now firms, there is no signi
ficant dift'erence during this period in the relative sales in
creases of new firms and existing firms of medium and small 
size.̂  In view of the direct relationship among established 
firms between asset-size and the increase in sales from 1946 
to 1947, it is highly likely that new manufacturing firms ^rew 
relatively faster from 1946 to 1947 than did established firms 
of comparable size. This conclusion is further supported by 
the considerably more rapid sales gi-owth of now manufac
turers (relative to all manufactures) from 1947 to 1948 and 
by the more favorable sales experiences of new as against 
established wholesale and retail trade firms in the 1945-47 
period. The more rapid growth of new firms reflects their 
greater initial unused resources and untapped market rela
tive to established manufacturers. 

When examined by year of entry (table 2), it is found that 
sales growth is most marked in the first full year of opera
tions. From 1947 to 1948, sales of manufacturing firms 
starting operations in 1947 increased by 36 percent, those of 
1946 entrants by 24 percent, and all manufacturing firms by 
11 percent.^ The more favorable showing of the 1947 
entrants was evident in evciy industry except transportation 
equipment. 

The 3-year period covered by this study does not permit 
the estimation of a complete or definitive growth curve of 
newly established organizations. The results indicate, how
ever, that surviving new concerns in their first few years of 
operations grew at a considerably faster rate than did 
already established companies during the same period— 
although the differential in growth was rapidly disappearing 
by the end of the third ye&v. 

The gradual elimination of war-deferred backlog demand 
and the slowing down of inflationary pressures had a retard
ing effect on the sales of both new and all firms during the 
1947-48 period. Among new firms, however, there was a 
less noticeable slackening in total sales in 1948. 

Sales growth and firm size 
It was indicated above that sales increases for all manu

facturing firms in both 1947 and 1948 were larger among large 
concerns than among the smaller establishments. The less 
favorable experience of the smaller established firms in 1948 
was to some extent due to their lesser concentration in the 
heavy-goods fields and to the differential cyclical effects as 
aggregate output approaches its peak. 

Among new manufacturing firms, however, sales ^ains 
were inversely related to the sales-size of firm in both periods. 
The larger proportionate sales increase of the smaller new 
concerns may reflect a greater sales potential relative to their 
initial scale of operations. Except for the poorer showing 
of the smaller lumber concerns in 1947, these size relationships 
were evident in every major industry in both years (chart 2 
and table 3). When the sample data are examined in terms 
of investment-size and legal status (see table 4), the firms 
with the smaller initial investment and the noncorporate 
group are generally found to have the greatest sales growth, 
riie latter result primarily reflects the lower average size of 
imincorporated firms. 

Chart 2.—New Manufacturing Firms: Percentage In
crease in Sales, 1946 to 1947 and 1947 to 1948, by Sales 
Size ' 
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> In the available data, tho ossets-slzc classification of these medium and small companies 
voried aecprding to Industry. In generol, they hod ossets under $10 million. Tho average 
inltiol Investment of new manufooturlng firms In the 1040-48 period wos $12,000, SURVEY 
OP CURHENT BUSINE.SS, April 1050. 

< It moy be noted that, os a result Pl the log pf soles behind prpductlpn, tho first year's sales 
grpwth is spmowhat larger thon it weuld otherwise bo 

1 New Arms are these which .storted operoticns in 1940 ond 1947 and exclude firms without 
employees; petcentngcs ore based on medians weighted by soles in each industry. Small 
firms are those with soles under $100,000 and large firms are those with sales $100,000 and 
over, classified according to soles in tho earlier year of comparison 

Source of doto; U. S. Deportment of Commerce, Offlco of Business Economics. 

Inventory trends 
The inventory holdings of new manufacturing firms did not 

rise relatively as much as did those of all firms between 
either the end of 1946 and 1947 or the end of 1947 and 1948. 
It is diflScult to pin down the factors that result in these 
trends—although there are several possible answers. Among 
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these may be a conservative buying policy dictated by the 
high price level and the lesser ability of new firms to with
stand large inventory losses, wliile the availability of funds 
to finance sizable inventory accumulation may also have been 
a limiting factor. 

As a result of these divergent trends in sales and inventories 
among new firms, their stock-sales ratios declined steadily 
from 1946 to 1948 (see table 5). A similar decline occurred 
among all manufacturing concerns from 1946 to 1947, but 
was reversed during 1948 with the considerable easing in the 
supply situation. However, as can be seen in chart 3, the 
stock-sales ratio of all small existing companies declined 
from 1947 to 1948—a behavior more characteristic of new 
firms than of large established concerns. 

Table 2.—^New Manufacturing F irms: Percentage Change in Sales, 
Inventories, and Plant and Equipment Account, 1947 to 1948, by 
Industry and Year of Entry ' 

Chart 3.—^New, All, and AU SmaU Manufacturing Firms: 
Stock-Sales Ratios, 1947 and 1948 '• 

Industry 

Soles 

Yeor pf 
entry 

1940 

24 

29 
12 
14 
19 
29 

33 
32 
22 
22 

1947 

36 

64 
14 
36 
70 
30 

45 
09 

- 1 6 
24 

Inventories 

Yeor pf 
entry 

1940 

11 

0 
-16 

12 
28 
18 

50 
33 
0 
0 

1947 

9 

8 
-47 

0 
GO 
12 

12 
48 
GO 

0 

Plant nnd 
equipment 

Qcccunt 

Year pf 
entry 

1940 

12 

5 
13 
12 
10 
5 

24 
15 
0 

11 

1947 

16 

8 
12 
12 
22 
27 

15 
24 
32 
11 
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> New firms are those which started operotion? in the 1040-43 period ond exclude firms 
without employees; ratlps aro based on medians weighted by soles in each Industry. Small 
firms are oil cprpprotions with assets of loss thon $250,000. Rotlos are derived from yeor-
end Inventories and averoge monthly sales. 

Sources ot data: U. S. Deportment ot Commerce, Ofllce ot Business Economics, Federol 
Trade Commission, and Securities and Exchonge Commission. 

manufacturing corporations with assets of less than $250,000 
held inventories at 1.2 months. The stock-sales ratios of 
both new firms and all manufacturing partnerships (proprie
torship data are not available) in the same period were just 
about equal to one month's sales. 

Inventory turnover by size of firm 
Wlien new firms are classified by investment-size, it is again 

found that the stock-sales ratio varies directly with size. 
However, when classified by sales-size this is no longer true— 
and the smaller new companies are found to hold a greater 
volume of inventories relative to sales than do the larger 
new concerns (see table 6). While data to test this finding 
among existing manufacturers are not available, it was also 
noted among both new and existing trade firms. 

Table 3.—New and Established Manufacturing Firms: Percentage Change in Sales and Inventories, 1946 to 1947 and 1947 to 1948, by Industry 
and Size of Firm ' 

' Doto ore medions nnd exclude firms without employees. The oil-Industry totols ore 
bflsed on medions weighted by totol 1940 soles In eoch industry. Cbanges in inventories and 
plant and equipment occpunt ore bosed pn end-nf-yoor doto. 

'Excludes mochlnery ond transportation equipment. 
Source; U. S. Deportment of Commerco, Office of Business Economics. 

In each year, the stock-sales ratios of new firms were con
siderably lower than those of all manufacturing companies— 
with the latter maintaining more than half again as much in
ventory relative to sales as did the former group. This differ
ential tends to disappear if comparison is made with small 
established firms. In 1947, for example, the inventories of 
all manufacturing firms were equal to 1.8 months of sales while 

Industry 

Apporel ond reloted products... 
Lumber and timber basic prod

ucts ' 
Furniture and finished lumber 

Metals and metol fobrlcoting >_. 

Transportation equipment 

Soles 

1946 to 1947 

New firms 

Small 

46 

48 
70 
21 

7 

32 
72 
40 

(<) 
30 

Large 

17 

0 
38 
3 

03 

9 
30 
2 

{<) 
10 

Established firms 

Medium 
and smoll 

28 

33 
10 
0 

£8 

30 
21 
37 
64 
21 

Lorgo 

36 

34 
22 
10 

68 

36 
42 
49 
68 
30 

1947 tp 1048 

New firms 

Small 

3G 

54 
20 
23 

33 

20 
45 
34 
20 
24 

Largo 

20 

15 
2 

12 

14 

30 
20 
33 
16 
23 

Eslabllshed firms 

Medium 
and small 

9 

5 
8 

14 

21 

5 
31 
7 

20 
6 

Large 

10 

1 
10 
13 

21 

14 
24 
17 
21 
17 

InvenloHes 

1040 to 1047 

New firms 

Small 

4 

0 
0 
0 

0 

0 
0 

40 
(<) 

0 

Largo 

14 

29 
25 
25 

38 

20 
12 

- 9 
(') 

20 

Established firms 

Medium 
ond smoll 

20 

21 
14 
5 

38 

30 
19 
18 
24 
22 

Largo 

19 

16 
15 
31 

38 

30 
14 
23 
10 
19 

1917 to 1048 

New firms 

Small 

8 

0 
0 
0 

0 

0 
33 
33 
0 
0 

Lorgo 

14 

0 
-20 

12 

09 

23 
54 
32 
13 
5 

Estobllshed firms 

Medium 
ond small 

10 

1 
17 
15 

46 

22 
10 
10 
10 
7 

Large 

17 

11 

23 

45 

u 
17 
12 
12 
22 

> New firms ore those which storted operations in 1940 and 1047. Data for new firms ore medions ond exclude firms without employees. The oU-lndustry totals for now firms ore bosed on 
medions weighted by totol 1940 sales in each industry. Small new firms ore those with sales under $100,000 closslfled according to sales in the earlier yenr of eoraporlson. Tho asset-size clossl-
ncotlon of established firms varies occording to industry. In general, the medium and smoll companies ore thpso with ossets under $10 million. Changes In Inventories ore based on end-of-
year data. 

' Percentages for established firms are for whole industry as doto by size aro not a vollablo. 
' Excludes mochlnery and transportotlpn equipment. 
' Insufllcient sample. 
Source: U. 8. Department of Cpmmerce, Ofllce pf Business Economics. 



22 SUR^rEY O F CURRENT B U S I N E S S June 1950 

The opposite results yielded for the ratio of inventories to 
sales by the sales-size and investment or asset-size classi
fications are due to the positive correlation of sales-size 
with the denominator in the former case and of investment-
size Avith the numerator in the latter. When the stock-sales 
ratios are classified by employee-size—a variable which does 
not enter into the ratios—it is found that there is some tend
ency for the stock-sales ratios among new manufacturers to 
be directly related to size. 

P l a n t and E q u i p m e n t Growth 

The gross plant and equipment account (i. e., before de
preciation allowances) ^ of concerns starting production in 
1946 increased almost one-fourth from year-end 1946 to 1947 
and about one-eighth in the following year. While similar 
data are not available for all manufacturing companies, the 
net property accounts of all manufacturing corporations 
according to data from the Federal Trade Commission and 
the Securities and Exchange Commission increased about 19 
and 20 percent, respectively, during these periods. I t 
should be noted, however, that these figures overstate the 
growth of established firms due to: (1) the considerably 
higher prices paid for replacement and expansion of facilities 
in the postwar period relative to the average of prices at 
which existing facilities had been purchased; and (2) the 
comparison of current additions with greatly depreciated 
book values. Utilizing Bureau of Internal Revenue data, 
and adding back all reserves for depreciation—a not entirely 
valid procedure—it is found that the gross capital assets 
(excluding land) of all manufacturing corporations increased 
13 percent from 1946 to 1947 as compared to a 21 percent 
increase in net capital assets." While this information is not 
yet available for 1948, external data indicate that gross 
capital assets increased slightly over 12 percent during this 
year. 

Table 4.—New Manufacturing Firms: Percentage Change in Sales 
and Plant and Equipment Account, 1947 to 1948, by Investment 
Size and Legal Status ' 

Plant ond 
equipment 

occount 

Investment size; 
Under $20,000... 
$20,000 nnd over. 

Legal status; 
Noncorporate... 
Corporate 

15 
12 

14 
12 

' New firms ore those which storted pperotlons in 1040 ond 1947 ond exclude firms without 
employees; percentoges are based on medions weighted by total 1940 soles in eoch Industry. 
Ohonges in piont and equipment occount ore bosed on end-of-year data. 

Source; U. S. Department of Commerce, Ofilce ot Business Economics. 

Thus, the gross plant and equipment account of new 
concerns increased considerably more percentagewise then 
that of all manufacturers in 1947—and increased about the 
same amount in 1948. Wlien comparison is made with 
changes in the net property account of all manufacturing 
corporations with assets of less than $250,000, the larger 
growth in capital assets of new firms becomes more apparent. 
Relative to their respective holdings at the beginning of the 
period, additions of capital goods by new companies were 
three times the acquisitions of small established corporations 
in 1947 and twice such acquisitions in 1948. 

In terms of the availability of funds for financing the 
subsequent investment of new fu-ms, this residt seems at 

» This dificrs from the usual gross property accpunt In that It Includes plant and equipment 
Items only nnd excludes land, dopietable resources and intangible fixed assets. 

' .\s noted aljove, the Increase In net capital ossets during 1947 otoll manufacturing corporo-
tipns In the slightly dificrent FTC-SEC universe wos 10 percent. 

Table 5.—^New and All Manufacturing F irms: Stock-Sales Ratios, 
1946, 1947, and 1948, by Industry • 

Industry 

All industries 

Fppd nnd kindred preducts 
Textllo-mlU preducts 
Apparel and related products 
Lumber and timber basic products. 
Furniture and finished lumber 

products 

Stone, clay, and gloss products 
Motols and metol fobrlcoting« 
Mochlnery 
Tronsportotion equipment 
Another 

1940 

New 
firms 

1.21 

1.42 
.92 

1.00 

1.13 

1.14 
.74 

1.20 « 
1.50 

All 
firms 

1.94 

1.31 
1.09 
1.31 
1.42 

1.70 

1.51 
2.10 
3.17 
2.80 
1.03 

1047 

N e w 
firms 

I.IG 

1.33 
1.62 
.08 

1.13 

1.22 

.82 

.00 
1.20 
1.02 
1.20 

All 
firms 

1.76 

1.10 
1.92 
1.33 
1.21 

1.78 

1.54 
1.73 
2.70 
2.18 
1.82 

1948 

N e w 
firms 

9.97 

.80 

.91 

.58 
1.01 

1.19 

.97 

.00 
1.00 
1.20 
.94 

All 
firms 

1.80 

1.20 
2.02 
1.43 
1.40 

1.93 

1.02 
1.74 
2.70 
1.98 
1.90 

1 N e w firms ore those wh ich s tor ted operotlons In t h e 1946-48 period. Hotlos ore der ived 
from yeor-end inventor ies and averoge m o n t h l y soles. Rat ios for n e w firms ore medions 
nnd exclude firms w i t h o u t employees. T h o oi l - industry totols tor n e w firms ore based on 
medions weighted b y totol 1940 soles in eoch ind iwt ry . 

' Excludes mochlnery ond t ronspor to t ion e q u i p m e n t . 
' Insufilolent somple . 

Source; U . S. D e p o r t m e n t ot Commerce , OHlce of Bus iness Econnmics . 

Table 6.—New and Established Manufacturing F irms: Stock-Sales 
Ratios, 1947 and 1948, by Industry and Size of Firm • 

Industry 

All industries 

Fnod ond kindred products 
Toxtllo-mill products 
Apporel ond reloted products.. 
Lumber ond timber basic 

products 
Furniture ond finished lum

ber products 

Motols and metol fabricating'. 
Mochlnery. 
Transportotlon equipment 
All other 

1947 

New firms 

Small 

1.32 

1.03 
2.02 
.40 

1.18 

1.09 

1.33 
1.32 
1.00 
1.14 

Large 

1.03 

1.18 
1.20 
.70 

.00 

1.30 

.78 
1.12 
1.04 
1.03 

Estobllshed 
firms 

Me
dium 
ond 

smoll 

1.49 

1.00 
2.10 
1.21 

.77 

1.48 

1.74 
2.12 
2.18 
1.64 

Lorge 

2.03 

1.60 
1.72 
1.00 

1.40 

2.38 

1.00 
3.48 
2.20 
1.98 

1948 

N e w firms 

Small 

1.22 

1.48 
.00 
.55 

1.24 

1.12 

1.12 
1.72 
1.07 
1.14 

Lorge 

0.92 

.01 

.04 

.GO 

1.10 

L25 

.84 
1.45 
1.09 
.90 

Established 
firms 

Me
dium 
and 

small 

1.61 

.00 
2.27 
1.22 

.92 

1.70 

1.64 
2.18 
1.00 
1.67 

Large 

2.05 

1.04 
1.72 
1.80 

1.70 

2.82 

1.86 
3.32 
2.04 
2.06 

1 New firms aro those which storted operations In tho 1040-48 period. Rotlos ore derived 
from yeor-end Inventories nnd overage monthly soles. Rotios for now firms ore medions 
ond exclude firms without employees. The oil-Industry totals tor new firms ore bosed on 
medions weighted by totol 1040 solos in each Industry. Small new firms ore those with soles 
under $100,000. Tho nsset-size closslficotlon ot established firms varies according to industry. 
In general, the medium and small cempanles are these with assets under $10 miilipn. 

' Excludes machinery and transpprtotipn equipment. 

Source: U. S. Deportment of Cpmmerce, Oflttce ot Business Economics. 

Table 7.—^New Manufacturing Firms: Percentage Change in P lant 
and Equipment Account , 1946 to 1947 and 1947 to 1948, by Indus 
try and Sales S i z e ' 

Industry 

All InduBlriea 1 

Food ond kindred products 
TexUle-mlll products 
Apporel ond related products 
Lumber and timber bosIc products 
Furniture and finished lumber prod

ucts 

Stone, cloy, ond gloss products 
Metals ond metal tobticotlng' 
Mochlnery 
Tronsportotion equipment 
Another 

1040 to 1947 

All Small Lorgo 

(') 

« 

« 

{') 

1947 to 1948 

All Small Large 

W 

14 

2 
12 
12 
10 

24 

« 17 
41 
12 
12 

I New firms ore those which started operations in 1940 and 1947. Doto ore medions nnd 
exclude firms without employees. The all-industry totols ore bosed on medions weighted 
by totol 1040 solos In eoeh industry. Chonges ore based on end-of-yeor doto. Smoll firms 
ore those with sales under $100,000 closslfiod according to soles In tho eorler year of comporlson. 

' Insufllclent somple. 
' Excludes mochlnery ond tronsportotion equipment. 

Sourco; U. S. Deportment ot Commerce, Ofilce of Business Economies. 
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variance with the possibility noted above that capital supply-
may have been a limiting factor in inventory growth. A 
partial answer may be in the greater availabihty to new 

Chart 4.—New and All Small Manufacturing Firms: 
Percentage Increase in Property Account, 1946 to 1947 
and 1947 to 1948, by Year of Entry ' 

PERCENT 
3 0 
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0 
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- ^H 

-

H ~ H 
NEW ALL NEW NEW ALL 

(1946 EN- SMALL (1947 E N - (1946 E N - SMALL 
TRANTS) TRANTS) TRANTS) 

1946 TO 1947 1947 TO 1948 
U. S. DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 50-193 

1 Now firms ore those which started operotlons In 1040 or 1047 nnd exclude firms without 
employees; percentoges ore bo.TOd on median chonges In end-ot-ycor plant nnd equipment 
account weighted by soles In eoch industry. Data tor oil smoll firms ore bosed on change In 
net property nccpimt pf all cprpprotions with ossets pf less than $250,000. 

Sources pf doto: U. S. Deportment pt Cpmmerce, Ofilce of Business Economics, Federal 
Trode Commission, and Securities ond Exchange Commission. 

firms of both bank and supplier credit in the case of fixed 
assets. 

Other investment characteristics of new firms 
The survey results also indicated that investment in capital 

goods subsequent to the initial investment is relatively 
greater in the first year of operations than in the second year. 
As can be seen in chart 4, the percentage increase in the plant 
and equipment account during 1948 was larger among manu
facturing firms starting operations in 1947 than among con
cerns entering in the previous year—and both groups of 
newly organized companies grew proportionately more than 
did all e-xisting small corporations. The larger capital goods 
investment rate in the fii-st year of operations was in cor
respondence with the greater sales growth noted above— 
although the survey results for inventory growth was incon
clusive by year of entry. 

Limitat ions of t l ie Survey 
Tho survey results ore bosed on reports of about 1,100 monufocturing firms entering tho 

business population during tho 3 yeors 1040 through 1948. These firms submitted data ou 
their annuo! sales, end of yeor Inventpry and plant and eciulpment acceunts and tlielr sources 
and uses of initial investment funds. Only 750 of these returns could be used in this growth 
study. 

The major ilmltotlon of tho data orises from the Inodequnto reprcsentotlon of firms sus
pending pperotlons during the survey period ond the exclusion pf firms with nn paid employ
ees. The latter group wos out pf scppe of the survey while the number of returns from dis-
cpntlnued firms wos net sulliclent for odequote meosurement. As noted obpvo, however, 
ollowonce was mode for both types of firms In the universe estlmotes. 

In the cose of firms operoting less thon 12 but more thon 0 months during their first eolcndor 
yeor in business, their first year's soles were imputed on a straight pro-roto basis. Data tor 
less than a 0-month period were not utilized. 

This imputotlon wos neeossory tor less thon one-half ot the firms In the .somple since tho 
other concerns either entered business corly in January or reported fer tho fiscal year storting 
on their first doy of operations. In the lotter case, the doto were allocoted to the calendar 
yeor which Included mpst ot the months In the flscol yeor. Tests mode to determine the 
cITect of utilizing portlol year doto on the survey results did not show any slgnificont distortion 
olthough they did indlcoto thot tho soles growth In the first year pf pperotlons relotlve to the 
second yeor was somewhot lorger fpr the firms for which soles hod to be imputed tor port of 
tho year than for other firms. 

It should also bo noted—especially when the results nre presented by Industries—thot there 
was 0 considerable vorlnblllty In the soles ond Investment experience of the firms in tho somple 
so thot the medians shown nre subject to substantial sompling error. 

Quarterly Profits and Dividends of Large Manufacturing Corporations by Selected Industries: New Series for Page S-18 ' 

[Millions of dollars! 

Itom 

Quortcrly overogo 
1939 
1940 
1941 
1042 
1043 
1944 
1945 
1940 
1947 
1948 

Quarterly 
1940—1 

II 
I l l 
IV 

1947—1 
II 
I l l 
IV 

1948—1 

Proflts ofter toxes 

Totol 

200 

249 
318 
380 
305 
315 
314 
282 
301 
030 
828 

- 4 
241 
388 
578 

004 
598 
014 
700 

761 

Durable-goods industries 

Tota l ' 

100 

149 
203 
240 
100 
189 
182 
144 
74 

339 
469 

-186 
32 

169 
289 

321 
334 
327 
373 

395 

Primary 
mctols nnd 
products 

39 

61 
89 

108 
79 
77 
70 
57 
08 

130 
180 

-20 
03 

113 
120 

153 
128 
122 
141 

150 

Machinery 

27 

23 
31 
37 
31 
33 
32 
32 

- 2 
08 
84 

- 4 2 
- 1 1 

2 
41 

46 
71 
07 
88 

75 

Auto
mobiles and 
equipment 

15 

03 
09 
74 
05 
59 
00 
37 

- 2 
111 
100 

-119 
-36 

28 
118 

100 
112 
114 
118 

142 

Nonduroblc-gppds Industries 

Totol ' 

04 

100 
111 
135 
110 
127 
132 
130 
227 
292 
309 

180 
209 
230 
289 

283 
204 
287 
333 

350 

Food ond 
kindred 
products 

28 

31 
31 
34 
30 
32 
30 
37 
04 
05 
04 

47 
50 
05 
80 

74 
62 
69 
73 

01 

Chemicals 
ond allied 
products 

20 

41 
45 
49 
39 
42 
40 
44 
71 
84 

102 

Ql 
07 
71 
S3 

00 
79 
80 
89 

01 

Petroleum 
refining 

14 

10 
20 
33 
28 
38 
48 
42 
64 
88 

137 

43 
47 
65 
00 

84 
77 
01 

118 

141 

Dividends 

Total 

200 

181 
214 
237 
100 
194 
212 
216 
230 
292 
351 

201 
211 
222 
300 

240 
271 
205 
380 

285 

Duroble-
goods 

Industries 

100 

101 
130 
143 
114 
113 
124 
125 
124 
154 
187 

118 
111 
122 
144 

132 
130 
141 
203 

162 

durable-
goods 

Industries 

04 

79 
84 
04 
70 

01 
112 
138 
104 

83 
101 
100 
106 

114 

123 
183 

133 

1 Compiled by the Boartl of Governors of the Federal Peserve System. The series on profits ot 200 lorgo monufocturing corporotlons, shown first in the August 1049 SUHVEY, reploces doto 
previously shown on not profits of 029 large corporotlons and net profits nnd dividends pf 162 lorge Industrlol corporations. The new series is bosed on corporations with end-ot-1910 totol assets 
of 10 million dollars and over ond which occpunts fpr rpughly pne-fourth ot the sales and profits of all manufacturing componics; however, the coveroge ot the new series for certoln industries is 
limited nnd the doto cannot bo used tp estimate the universe pf monufnoturing cprporotipns. 

Data Pn profits after taxes ore bosed on published cpmpony reports to stockholders. To show tho results pf current operations only, reported figures hove been odjusted to exclude from cur
rent profits such items as: Tax credits opplfcoble to prior years; tronsfers to reported profits pf reserves previously set aside; nonrecurring profits from tlio sole of property ond pther assets; and 
Intercorporate dividends when lorgo. Adjustments novo also been mode to include os profits such Items as the following: Funds set aside out of current comings for surplus reserves (for 
exomple, contingency, inventory, and special depreclotlon); funds deducted for payments of prior year taxes; and other special charges not related to current operations. The old 020-company 
series was based on profits oxnctly os reported by each company. Quarterly dividend payments on preferred and common stock nre computed from published dato on tho number of shares 
outstanding ond pn dividends per shore. Quortcrly doto beoinning June 1048 ore shown on p. S-18 ot the August 1940 SURVEY and subsequent Issues. Further details on the new series ore 
published in the June 1049 issue ot tho Federol Ileserve Bulletin. • 

' Total Includes 25 companies not shown seporotely, as follows: Building moteriols (12); tronsportotion equipment other thon nutompbllo (0); and miscellaneous (7). 
»Tptal includes 20 componics not shown seporotely, os follows: Textile-mill products (10); poper and ollled products (15); and miscellonepus (1). Fpr certoln Items doto for 1030-44 ore 

portly estlmoted. At most, estlmotes are for: Total nondurable—7 companies; foods—2 componics; chemicals—2 componics; petroleum, textiles, ond poper —1 cpmirany each. 


